
 
 
 
 
 
 
 
 

 MEETING NOTICE AND AGENDA 

AGENDA 

1. Open Meeting; Roll Call 

2. Public Comment 
Public comment will be taken during this agenda item. No action may be taken on any matter 
raised under this item unless the matter is included on a future agenda as an item on which 
action may be taken. Public comments to the Board will be taken under advisement but will 
not be answered during the meeting. Comments may be limited to three minutes per person 
at the discretion of the chairperson. Additional three minute comment periods may be allowed 
on individual agenda items at the discretion of the chairperson. These additional comment 
periods shall be limited to comments relevant to the agenda item under consideration by the 
Board. Persons unable to attend the meeting and persons whose comments may extend past 
the three minute time limit may submit their public comment in writing to PEBP Attn: Wendi 
Lunz 901 S. Stewart St, Suite 1001 Carson City NV 89701, Fax: (775) 684-7028 or 
wlunz@peb.state.nv.us at least two business days prior to the meeting.  Persons making public 
comment need to state and spell their name for the record at the beginning of their testimony. 

3. PEBP Board disclosures for applicable Board meeting agenda items. (Brandee Mooneyhan, 
Deputy Attorney General) (Information/Discussion) 

4. Consent Agenda (Deonne Contine, Board Chair) (All Items for Possible Action)  

Name of Organization: Public Employees’ Benefits Program Board 

Date and Time of Meeting: November 21, 2019      8:30 a.m. 

Place of Meeting: The Legislative Building 401 South Carson Street, 
Room #1214 Carson City, NV 89701 

Video Conferencing: 
 

Video Streaming Website: 

The Grant Sawyer State Office Building 555 East 
Washington Avenue, Room #4412 Las Vegas, NV 
89101 
 
 
www.pebp.state.nv.us 
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Consent items will be considered together and acted on in one motion unless an item is removed to be 
considered separately by the Board. 
4.1. Approval of the Action Minutes from the September 26, 2019 PEBP Board Meeting.  
4.2. Health Claim Auditors, Inc. annual audit of Willis Towers Watson’s OneExchange for 

the timeframe July 1, 2018 – June 30, 2019: (1) Report from Health Claim Auditors; (2) 
Willis Towers Watson's response to audit report; and (3) for possible action to accept 
audit report findings and assess penalties, if applicable, in accordance with the 
performance guarantees included in the contract pursuant to the recommendation of 
Health Claim Auditors.  

4.3. Receipt of the Casey, Neilon & Associates Audited Financial Statements of PEBP for 
Fiscal Year 2019. 

4.4. Approval of the updated PEBP Strategic Plan.  
5. Update on the Morneau Shepell Performance Improvement Plan (Morneau Shepell) 

(Information/Discussion) 
6. Presentation on the development and history of PEBP’s Incurred But Not Paid (IBNP), 

Catastrophic, and Health Reimbursement Arrangement (HRA) reserves.  (Aon and Cari Eaton, 
Chief Financial Officer) (Information/Discussion) 

7. Discussion and possible action regarding proposed plan design changes for Plan Year 2021 
(July 1, 2020 – June 30, 2021), including but not limited to the following:  

• Possible implementation of narrow pharmacy network for 90-day prescriptions on the 
EPO plan; 

• Possible implementation of a second opinion program for CDHP high cost high value 
healthcare; 

• Possible implementation of a Chronic Kidney Disease management program on the 
CDHP;  

• Possible increases to CDHP HSA/HRA enhanced employer contributions; 
• Possible implementation of additional Centers of Excellence for members on the 

CDHP and EPO plan;  
• Possible reduction to CDHP deductibles and out-of-pocket maximums; 
• Possible elimination of the $25 copay for annual vision exams; 
• Possible increases to the dental benefit maximums of the CDHP, EPO, HMO, and 

Medicare Exchange participants;  
• Possible inclusion of recent IRS approved drugs to PEBP’s Preventive Drug List on 

the CDHP; and 
• Additional benefit design inclusions/exclusions/alterations to meet projected budget 

needs. 
(Damon Haycock, Executive Officer) (All Items for Possible Action) 

8. Discussion and possible action to approve benefit changes for Plan Year 2021 to PEBP’s 
Master Plan Documents for the CDHP and Premier (EPO) plans. (Damon Haycock, Executive 
Officer) (For Possible Action) 

9. Discussion on PEBP’s FY 2022/2023 budget development and direction to staff on budget 
enhancements for submission of PEBP’s biennial budget August 2020. (Damon Haycock, 
Executive Officer) (For Possible Action) 

10. Executive Officer Report. (Damon Haycock, Executive Officer) (Information/Discussion) 
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11. Public Comment 

Public comment will be taken during this agenda item. Comments may be limited to three 
minutes per person at the discretion of the chairperson. Persons making public comment need 
to state and spell their name for the record at the beginning of their testimony. 

12. Adjournment 

The supporting material to this agenda, also known as the Board Packet, is available, at no 
charge, on the PEBP website at www.pebp.state.nv.us/board.htm (under the Board Meeting date 
referenced above).  

An item raised during a report or public comment may be discussed but may not be deliberated 
or acted upon unless it is on the agenda as an action item. 

All times are approximate.  The Board reserves the right to take items in a different order or to 
combine two or more agenda items for consideration to accomplish business in the most 
efficient manner.  The Board may remove an item from the agenda or delay discussion relating 
to an item on the agenda at any time.  The Board reserves the right to limit Internet broadcasting 
during portions of the meeting that need to be confidential or closed. 

We are pleased to make reasonable efforts to assist and accommodate persons with physical 
disabilities who wish to attend the meeting.  If special arrangements for the meeting are 
necessary, please notify the PEBP in writing, at 901 South Stewart Street, Suite 1001, Carson 
City, NV 89701, or call Wendi Lunz at (775) 684-7020 or (800) 326-5496, as soon as possible 
so that reasonable efforts can be made to accommodate the request. 

Copies of both the PEBP Meeting Action Minutes and Meeting Transcripts are available for 
inspection, at no charge, at the PEBP Office, 901 South Stewart Street, Suite 1001, Carson City, 
Nevada, 89701 or on the PEBP website at www.pebp.state.nv.us.  For additional information, 
contact Wendi Lunz at (775) 684-7020 or (800) 326-5496. 

Notice of this meeting was posted on or before 9:00 a.m. on the third working day before the 
meeting at the following locations: NEVADA STATE LIBRARY & ARCHIVES, 100 N. 
Stewart St, Carson City; BLASDEL BUILDING, 209 East Musser Street, Carson City; PUBLIC 
EMPLOYEES’ BENEFITS PROGRAM, 901 South Stewart Street, Suite 1001, Carson City; 
THE GRANT SAWYER STATE OFFICE BUILDING, 555 East Washington Avenue, Las 
Vegas; THE LEGISLATIVE BUILDING, 401 South Carson Street, Carson City, and on the 
PEBP website at www.pebp.state.nv.us, also posted to the public notice website for meetings at 
https://notice.nv.gov.  In addition, the agenda was mailed to groups and individuals as requested. 

 

http://www.pebp.state.nv.us/
https://notice.nv.gov/
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4. Consent Agenda (Deonne Contine, Board Chair) (All 
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4. Consent Agenda (Deonne Contine, Board Chair) (All 
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4. Consent Agenda (Deonne Contine, Board Chair) (All 
Items for Possible Action) 
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4.4.   Approval of the updated PEBP Strategic Plan. 

 



 















5. 
5. Update on the Morneau Shepell Performance 

Improvement Plan (Morneau Shepell) 
(Information/Discussion) 

 



 



































6. 
6. Presentation on the development and history of 
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Catastrophic, and Health Reimbursement 
Arrangement (HRA) reserves.  (Aon and Cari 
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https://benefitoptions.az.gov/sites/default/files/media/LEGI HITF 2016 Annual Report.pdf
https://apps.leg.state.or.us/liz/2018R1/Downloads/CommitteeMeetingDocument/147498
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Other Approaches for PEBP Consideration

• Lowering margin on IBNP to a 50% or 75% confidence interval

Impact: Release of $6.6M - $11.0M in Reserves back to the Plan

• Lowering confidence interval on Catastrophic Reserves, holding 50 days on hand 

instead of the current 60 days

Impact:  Release of $8.2M in Reserves back to the Plan

• Moving to a Risk Based Capital (RBC) approach for the Catastrophic Reserves, 

setting the threshold anywhere from 200% to 400% of Authorized Control Level

Impact:  Release $15.5M in Reserves back to the Plan at the 200% level

Increase of $11.4M in Reserves at the 400% level

• Set Catastrophic Reserve at 10% of total claims paid in the prior year

Impact:  Release $18.4M in Reserves back to the Plan

Ultimately, margin levels and methodologies are set at an organization’s discretion based 

on that organization’s specific risk tolerance
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Appendix—
April 2019 Detailed Reserve Methodology Letter
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April 29th, 2019 
 
 
Mr. Damon Haycock  
Executive Officer 
State of Nevada Public Employees’ Benefits Program (PEBP) 
901 S. Stewart Street, Suite 1001 
Carson City, NV 89701 
 
Subject: Incurred But Not Paid (IBNP) Liability and Catastrophic Reserves Development Methodologies 

Dear Damon: 

In response to the Legislative Counsel Bureau (LCB) audit request, Aon has outlined its IBNP and 

catastrophic reserves development methodologies and timeframes in this letter. 

Reserve Development Timeframes 

Annually, Aon provides IBNP and catastrophic reserves estimates with a valuation date of June 30 of that 

year to PEBP. The reserve estimates are provided twice a year: the reserves provided in February reflect 

data through January of that year, and the August reserve estimates reflect data through June. The 

February reserve estimates are used to provide PEBP with an early look of their projected June liabilities, 

as PEBP uses these projections for their budget projections in March. Since actual incurred claims data 

between February and June are not available when Aon sets the June 30 reserve in February, Aon 

projects February to June incurred claims and then applies completion factors to the projected incurred 

claims to calculate IBNP. PEBP requests an updated liability once actual June incurred claims data 

becomes available in July. Then, Aon refreshes reserves estimates as of June 30 with actual data and 

provides PEBP with updated estimates in August.  

IBNP Actuarial Methods and Assumptions 

IBNP liabilities for CDHP medical, dental, and CDHP prescription drug benefits were estimated based on 

the developmental method. The underlying principle of the developmental method is that the progression 

of claim payment follows runoff patterns that are assumed to remain stable over time. HealthSCOPE 

Benefits, Inc. and Express Scripts provided historical medical, dental, and prescription drug claim data 

summarized by incurred and paid period for the last 36 to 48 months. Claims were adjusted as necessary 

for actuarial factors such as plan design changes, outliers, and period weightings (i.e. more credibility on 

more current experience). Completion factors (percentage of incurred claims paid for each duration) were 

calculated based on historical runoff data. The results, produced by applying the developmental method, 

were then adjusted for months where data was deemed non-credible. These adjustments were made 

using the projection method, which is based on the change in costs per exposure unit over time.  

The IBNP liability was further adjusted to reflect actuarial assumptions related to several 

factors/contingencies which could impact reserve adequacy. Such factors/contingencies include:  

changes in claim payment cycles, plan design, insurance carriers, large dollar shock claims, emerging 

claim trends, enrollment shifts, differences in the number of days in the projection period versus the 

baseline period, and other factors. 
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For the new EPO plan, Aon only had 7 months of incurred and paid claims between July 2018 and 

January 2019, which were not sufficient to produce credible completion factors for the developmental 

method. To estimate July 2018 to January 2019 completed incurred claims, Aon applied CDHP medical 

and Rx completion factors to the EPO incurred and paid claims, since the EPO claims are processed by 

the same vendors as the CDHP plan effective July 2018. The results were blended with the projection 

method, which was based on Hometown Health lag data through June 2018 adjusted for trend and 

vendor changes.  

As mentioned previously, the lag data through the measurement date was not available for the February 

2019 IBNP estimate with a valuation date of June 30, 2019. Therefore, we estimated incurred claims for 

the missing months using the projection method. We subsequently estimated IBNP by applying the 

developmental method (i.e., completion factors) to the incurred estimates for all months, including both 

historical and projected periods. The completion factors in this calculation were shifted to account for the 

number of months the IBNP is being projected. Please note that in projecting IBNP in this way, there is an 

added element of volatility since we are projecting monthly paid claims and not just incurred claims.  

Should actual paid claims for these months vary significantly from what was projected, this could have a 

meaningful impact on the resulting IBNP. 

IBNP 95% Confidence Reserve Margin  

The IBNP reserve is a best estimate of the outstanding liabilities of the plan. To be confident that the 

reserves are adequate to cover any outstanding liabilities, PEBP has requested that Aon calculate margin 

on the IBNP so that PEBP can be confident in 95% of scenarios the reserve estimate would be adequate 

for the actual runout. 

The 95% confidence reserve margin was developed utilizing Aon’s proprietary IBNP model. Completion 

factors by duration were calculated based on historical runout patterns. Aon then estimated the historical 

mean and standard deviation of the actual runout for each month which created enough data points to 

form a distribution. This distribution was then fit to a normal distribution based on the mean and standard 

deviation of the actual volatility in the runout. Based on a 95% confidence interval being requested, a 30% 

load on the IBNP is appropriate. We note that the runout on dental claims is more stable, but when 

combined with a more volatile medical experience, produced an aggregate 30% factor. We applied the 

30% to both medical and dental for simplicity. It is more typical to see a load on the IBNP of 10% to 15% 

based on the client’s risk tolerance and size of their population (employee counts greater than 100,000 

which is far greater than the size of PEBP’s plan). 

Catastrophic Reserve Actuarial Method 

The method used to create a catastrophic reserve will vary between organizations based on the 

organizations’ risk tolerance, ability to withstand adverse deviations, and their ability to fund this reserve 

within their organizational constraints. For PEBP, Aon calculated a catastrophic reserve based on 

historical volatility in claims as well as accounting for systematic system risks such as underwriting, trend, 

and other macroeconomic risks. Aon’s calculation resulted in using 17% of annual projected claims costs 

as the catastrophic reserve for PEBP. The 17% is based on the following components: 
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• Trend volatility 3-4% – This represents the variance between projected and actual trends. Every 
year we project the trend, but the actual trend deviates from projections. This is an estimation 
error that impacts the Monte Carlo claims simulations we performed for PEBP. Some common 
reasons for trends fluctuations are utilization changes, new specialty drugs, hospital 
consolidations, and regulatory changes. Recently, PEBP has experienced positive medical trend 
volatility, where trend has emerged 3-4% lower than projected. Though the medical trend has had 
a positive budgetary variance, there has also been an opposing negative Rx trend risk which is 
running at 5-10% above projection. 

 

• Retiree/Non-State demographics 1.5-2.5% – The retiree and non-state populations are a 
worsening risk pool. Since non-state plans removed their active employees and left their less 
healthy pre-65 retirees with PEBP there isn’t a “healthy” younger population to offset this older 
group. PEBP also covers State pre-65 retirees and post-65 retirees who did not pay into 
Medicare. They are the worst risk pool, as these retirees are older, most have multiple chronic 
conditions, and do not have Medicare coverage. In discussions with the state back in 2010, we 
determined it was prudent to add a load for them.  

 

• Underwriting Risk 2-3% – In some years, the state enhances the benefit after Aon has already set 
the rates for PEBP. In that case, the rates Aon set were insufficient to cover the benefit 
enhancement. Therefore, we added a load to capture the cost of plan enhancement. Additionally, 
establishing new plans such as the EPO add an additional layer of uncertainty. 
 

• Claims volatility from Monte Carlo simulation 4.5% – This load was developed from Aon’s 
proprietary Monte Carlo simulation model. Fifty thousand iterations of claims simulations were 
conducted for PEBP’s members. In each iteration, the model randomly selected claims for each 
PEBP member from a standard claim distribution that was calibrated to PEBP’s claims level and 
demographic characteristics. Claims for each member were then aggregated in each of the 
50,000 scenarios. These scenarios were used to calculate the average and standard deviation of 
PEBP’s claims distribution, which was then used to generate the 95% confidence level of PEBP’s 
claims. The additional cost of claims over average projected claims at the 97.5th percentile (upper 
bound of the 95% confidence level) represented about 4.5% of the average projected claims. 
Since Aon set rates for the average scenario at the PEBP Board’s direction, a 4.5% load was 
added to make sure rates are sufficient under moderately adverse scenarios.  

 

• Comorbidity Risk 2-3% - One limitation of the Monte Carlo simulation is that it assumes each 
member’s claims are independently distributed. However, an epidemic or accident could easily 
affect various members at the same time. Therefore, Aon added a load to reflect the comorbidity 
risk among members. 
 

We would like to note that a trend in public sector groups  has been to adopt the National Association of 

Insurance Commissioner’s (NAIC) guidelines of a Risk-Based Capital (RBC) model for insurance 

companies. The RBC model defines the capital that an insurance company needs to hold to remain 

solvent.  

In the NAIC reserve methodology, underwriting risk is one of the key factors, which is a set percent based 

on the amount of claims an entity incurs: the higher the claims, the smaller the factor. Below is a summary 

of the factors: 
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Based on PEBP’s medical/Rx claims distribution among the above brackets, the weighted average risk 

load is roughly 9.62% for PEBP. Many public entities are targeting 200%+ of the RBC requirement, which 

is about 19.24% based on just the underwriting risk factor alone. If PEBP were to adopt a similar 

methodology, depending on the RBC percentage that is targeted (i.e. 200%), it is likely the catastrophic 

reserve might be slightly higher than the 17% from the actuarial factors above.  

We hope that this letter addresses the LCBs questions.  Please let us know if further clarifications are 
needed or if a phone call or in-person meeting is desired. 
Sincerely, 

Aon Consulting, Inc. 

 
Stephanie Messier, ASA, MAAA 
Vice President 

cc:   Cari Eaton, CFO, Public Employees’ Benefits Program 
  Shun Yu, Aon  
 

From $0 $3,000,000 $25,000,000+

To $3,000,000 $25,000,000

Medical 15.00% 15.00% 9.00%

Dental/Vision 12.00% 7.60% 7.60%

Claims Range

Underwriting Risk Load



Public Employees’ 
Benefits Program

Health Reimbursement Arrangement (HRA) 

Reserve History



Health Reimbursement Account (HRA)
Overview

Consumer Driven Health Plan (CDHP) HRA
• Eligibility

• Active Employees

• Not Eligible for Health Savings Account (HSA)

• Fail to elect HSA during open enrollment or initial election

• Retirees

• Any retiree on the CDHP

• Uses
• Qualified medical expenses as defined by the IRS (Publication 502)

• Tax free

• Timing
• Lump Sum Contribution July each year

• Contribution is pro-rated for participants with effective dates after July

2



Health Reimbursement Account (HRA)
Overview Cont.

Medicare Exchange HRA
• Eligibility

• Years of Service (YOS)

• Any retiree on the Medicare Exchange with 5 or more YOS

• Uses
• Qualified medical expenses as defined by the IRS (Publication 502 and 969)

• May be used to reimburse Medicare, medical, dental, etc. premiums

• Timing
• Monthly Per YOS Contribution

• Contribution is pro-rated for participants with effective dates after July
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Health Reimbursement Account (HRA)
Reserve Policy

Policy

• It is the PEBP Board’s policy to maintain a fully-funded HRA reserve based on 
the total balance remaining in all HRA accounts. 

• PEBP maintains two separate HRA accounts for the CDHP and Medicare 
Exchange HRA funds.  The total combined cash balance in those accounts as 
of June 30th should be the closing HRA reserve amount for each fiscal year.

• The Board has chosen many years to provide additional supplemental
contributions to spend down excess reserves. Supplemental contributions
directly impact HRA reserve growth.
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Health Reimbursement Account (HRA)
Enrollment History

5

Actual Enrollment as of July 1st

CDHP 

Enrollment

Medicare 

Enrollment

Total 

Enrollment

Enrollment 

Change over 

Previous FY

FY 2012 10,758 8,655 19,413

FY 2013 9,011 9,079 18,090 -1,323

FY 2014 8,597 9,646 18,243 153

FY 2015 8,359 10,341 18,700 457

FY 2016 8,577 10,879 19,456 756

FY 2017 8,817 11,252 20,069 613

FY 2018 8,868 11,741 20,609 540

FY 2019 8,869 12,234 21,103 494

FY 2020 8,730 12,636 21,366 263

PEBP HRA Enrollment History



Health Reimbursement Account (HRA)
Reserve History
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Health Reimbursement Account (HRA)
Reserve History Cont.
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Leg Approved 

Budget
CDHP Actual Medicare Actual Total Actual

Budget vs Actual 

Variance

FY 2012 2,060,000.00$    4,284,589.69$    3,852,453.16$    8,137,042.85$    (6,077,042.85)$    

FY 2013 2,152,000.00$    9,411,700.87$    5,774,021.11$    15,185,721.98$  (13,033,721.98)$  

FY 2014 18,555,521.00$  12,890,152.33$  9,569,828.51$    22,459,980.84$  (3,904,459.84)$    

FY 2015 22,266,600.00$  15,238,061.92$  13,479,493.67$  28,717,555.59$  (6,450,955.59)$    

FY 2016 31,298,890.00$  14,503,976.17$  16,087,564.81$  30,591,540.98$  707,349.02$         

FY 2017 35,993,723.00$  15,557,757.19$  19,557,189.72$  35,114,946.91$  878,776.09$         

FY 2018 30,167,672.00$  13,856,790.84$  20,423,104.48$  34,279,895.32$  (4,112,223.32)$    

FY 2019 31,676,056.00$  13,369,027.03$  22,835,175.60$  36,204,202.63$  (4,528,146.63)$    

*FY 2020 36,204,203.00$  19,713,960.66$  22,358,030.64$  42,071,991.30$  (5,867,788.30)$    

PEBP HRA Balance History

Actual amounts as of June 30th

* Actual amounts as of 9/30/2019 



Health Reimbursement Account (HRA) 
Conclusion

CDHP employees and retirees and Medicare Exchange retirees have 
been provided with a significant amount of funding to allow them to 
offset their medical expenses.

Reserves continue to grow each year because of additional 
contributions, enrollment growth, and participants not utilizing the 
funds that are available to them. 
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http://www.in2013dollars.com/Dental-services/price-inflation/1989-to-2019?amount=1500








 















9. 
9. Discussion on PEBP’s FY 2022/2023 budget 

development and direction to staff on budget 
enhancements for submission of PEBP’s biennial 
budget August 2020.  (Damon Haycock, Executive 
Officer) (For Possible Action) 

 
 
 
 
NO WRITTEN REPORT, FOR DISCUSSION ONLY 



 



10. 
10. Executive Officer Report. (Damon Haycock, 

Executive Officer) (Information/Discussion) 
 
 
 
NO WRITTEN REPORT, FOR DISCUSSION ONLY 



 



11. 
11. Public Comment 



 



12. 
12. Adjournment 
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